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[The author is a staff writer for the International Weekly Edition of the Gazeta Mercantil, a Sao
Paulo-based financial newspaper]
Once again, revelations of campaign funding irregularities and influence peddling have sent
tremors through Brazil's political system. Once again, President Fernando Henrique Cardoso's
administration is under scrutiny. However, as this latest case makes clear, underreporting campaign
spending is so endemic to this nation's political process that if heads were to roll, just about every
politician would be wearing a neck brace.
The latest political scandal began Nov. 12 when the Folha de Sao Paulo newspaper published
evidence of a slush fund for President Cardoso's re-election campaign. A spreadsheet obtained by
the newspaper showed the president's campaign treasurer Luiz Carlos Bresser Pereira failed to
declare some US$5 million in contributions to the Tribunal Superior Eleitoral (TSE). "I set up the
spreadsheet, but left the system after two months because it did not function," explained the exminister. "There were no expenditures entered in the spreadsheet that did not have receipts. I do
not know how to explain this."
As opposition politicians began clamoring for a full investigation into the president's campaign
funding, members of the governing coalition responded by saying that it was time to investigate
every major political party's fund raising.
The president of the Tribunal Regional Eleitoral (TRE) of Sergipe state summed up the extent of the
problem, saying, "There is slush fund one, slush fund two, slush fund three. From the president to
the city council member, no one escapes."
The mysterious spreadsheet Queried about the spreadsheet revealing a parallel account for his reelection, Cardoso denied any knowledge or involvement and said the issue concerned his campaign
committee. He also repeated the party line of the Partido da Social Democracia Brasiliera (PSDB)
that it had nothing to do with the computer file. The Folha de Sao Paulo, nonetheless, showed that
Bresser Pereira and his brother, Sergio Luiz Goncalves Pereira, are the authors of the spreadsheet.
Besides Bresser Pereira and his brother, the only others to have access to Cardoso's campaign
accounts were the ex-president of the federal postal service, Egydio Bianchi, and Adroaldo Wolf.
In a conversation with the weekly news magazine Veja, one member of the treasury committee
requesting anonymity said, "I have no doubt that there was a parallel accounting system. What I do
not know is if they funneled the money or if they did not declare the income to protect the donor."
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Besides the thirty-five entries of donors who together donated the US$5 million, the spreadsheet
has an annex that lists an additional 25 donors who, though there is no proof that the transactions
were completed, contributed an additional US$4.25 million to the campaign. The main suspect for
revealing the account is Egydio Bianchi who entered government under former communications
minister Sergio Motta. Fired four months ago by current Communications Minister Joao Pimenta da
Veiga, Bianchi has been swearing revenge.

Potential legal action
Though the additional US$5 million (or even US$9.25 million) falls within the US$35.2 million
ceiling, legal experts say that the use of a slush fund during an electoral campaign could result in
lawsuits for ideological falsification and electoral corruption. Federal law also puts the weight of
responsibility for campaign finance squarely on the candidate as the "only one responsible for the
truth of financial and accounting information."
"Also, it is up to the Federal Revenue Secretariat and the Central Bank to investigate tax evasion
and foreign- exchange evasion by the campaign [committee] and by companies," added Guilherme
Schelb, a federal prosecutor. Executives from some of the companies listed on the spreadsheet deny
providing campaign donations.
Alex Zornig, vice-president of finances at Bank Boston, claimed that the institution did not donate
US$100,000 as shown on the computer file. "We did not donate and we cannot donate," said Zornig.
"There is a Federal Reserve norm that prohibits any bank from the United States from donating
resources to political campaigns."
The file also lists concessions and government-authorized companies as political donors, which is
prohibited by federal law. The spreadsheet includes the airline company VASP and the annex lists
the MPE railroad company, which participated in the privatization of some of the country's railway
lines.
The annex to the spreadsheet lists donations from industry associations, also illegal under federal
elections law. Contributors include the Brazilian Association of Pharmaceuticals (US$500,000),
Brazilian Association of Supermarkets (US$250,000), and the Brazilian Wheat Industry Association
(US$150,000). Evidence of trading favors is already surfacing. Clothing manufacturer Coteminas,
for example, sold 2.1 million T-shirts to Cardoso's campaign (for US$1.5 million) and donated an
additional 415,000 (valued at US$294,500) without receiving any receipts.
Nine months earlier, in December 1997, federally administered pension funds Previ, Funcef, and
Petros bought US$88.5 million of the company's shares at grossly inflated prices. In the first month
after the operation, the pension funds had lost US$23 million. Perhaps not surprisingly, many of
the directors of the pension funds are linked to Cardoso's top aide Eduardo Jorge Caldas Pereira,
allegedly involved in the US$100 million courthouse scam (see NotiSur, 2000-08-11).
The extent of off-the-books accounting Reporting campaign funding and spending to the TSE is
merely an exercise in mathematics and good intentions. Politicians, though obliged by law to be
responsible for their finances, only have to report campaign amounts but not pass on invoices. The
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leader of the governing coalition in Congress, Arthur Virgilio, called the US$1.5 million that Luis
Inacio da Silva, 1998 presidential candidate for the Partido dos Trabalhadores (PT), declared to the
TSE "a joke."
Many politicians interviewed by Veja have admitted underreporting their campaign spending.
"Reporting accounts is a hypocrisy. It is not possible to include everything," said Senator Ney
Suassuna of the Partido do Movimento Democratico Brasiliero (PMDB). "It is evident that there are
also exaggerations. I hear stories of deputies declaring just 10% of their total expenditures."
Campaign financing, a problem common to all democracies, has returned to the list of items being
discussed by Congress. Cardoso defends political financing from public coffers. "What's worse is
a farce," the president said in reference to the current round of problems. He said what would be
better would be mixed financing from the private and public sectors "as long as it is clear who is
providing funds to whom. But, if it could be totally public, even better."

-- End --
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